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SUBJECT: COUNTERVAILING DUTY PROCEEDINGS: ARGENTINE FOOTWEAR 
REE A. STATE 160795, B. BA 5313, C. BA 5499, D. STATE 165401 

1 . APPOINTMENT REFERRED TO IN REF C, WITH UNDERSECRETARY 
VARTALITIS, WAS GRANTED FOR AFTERNOON OF JULY 30. REF D 
WAS RECEIVED BY ACTION OFFICER UPON RETURNING TO THE 
EMBASSY FROM THE APPOINTMENT. HOWEVER, 

EMBOFF'S REPRESENTATIONS, MADE ON THE BASIS OF REF A, WERE 
IN CONSONANCE WITH INSTRUCTIONS GIVEN IN REF D. 

2. AFTER EMBOEF HAD MADE POINTS CONTAINED IN PARA 1 REF A 
(WITHOUT MENTIONING TECHNICAL QUESTIONS), VARTALITIS SAID 
THAT THE INTERMINISTERIAL COMMISSION MENTIONED IN REE B WAS TO 
FINISH ITS WORK ON JULY 31 AND WOULD SEND ITS RECOMMENDATIONS 
TO SECRETARY TETTAMANTI AND MINISTER GELBARD. HE SAID THAT ON 
BASIS OF THIS RECOMMENDATION, THE "POLITICAL DECISION" WOULD 
BE MADE AS TO WHETHER OR NOT TO CONSULT WITH US, AND IF SO, 

ON WHAT TERMS. HE INDICATED THAT THE COMMISSION'S TECHNICAL 
RECOMMENDATION WOULD VERY LIKELY BE THAT MENTIONED IN 
PARA 2 REF B. HE REITERATED HIS DOUBTS THAT THE GOA WOULD BE 
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OF THE WAYS IN WHICH THEIR EXPORT SUBSIDIES ARE GRANTED, AND 
THE PRECISE AMOUNTS OF THE TAXES REBATED, ETC. HE SAID 
THAT TO DO SO WOULD BE TO ADMIT THAT THEY DO GRANT SUBSIDIES 
AND WOULD NECESSARILY CAUSE US TO IMPOSE A COUNTERVAILING DUTY. 
HE SHOWED EMBOFF A DETAILED BREAKDOWN APPLICABLE TO SEVERAL 
SPECIFIC FOOTWEAR MANUFACTURERS. (HE ASKED THAT WE NOT REVEAL 
THAT HE DID SO). IN NINE OF THESE CASES, HE EXPLAINED, COULD THE 
GOA JUSTIFY LEGITIMATE REBATES OF TAXES TOTALLING MORE THAN 
16 PERCENT. 

3. HE IMPLIED THAT TO GIVE US PRECISE DETAILS OF THEIR SYSTEM 

AND TO HAVE US SUBSEQUENTLY APPLY A COUNTERVAILING DUTY WOULD 
GIVE A STRONG FLAVOR OF GOA ACQUIESCENCE IN THE COUNTERVAILING 
DUTY. VARTALITIS SAID THAT A COUNTERVAILING DUTY IN THE 
NEIGHBORHOOD OF 14-15 PERCENT WOULD PUT THEM OUT OF THE US SHOE 
MARKET AS EFFECTIVELY AS A DUTY OF 30 PERCENT OR MORE. HE 
IMPLIED THAT THEY WOULD PREFER TO HAVE US IMPOSE THE HIGHER 
DUTY BUT WITHOUT ANY APPARENT COOPERATION FROM THE ARGENTINE 
GOVERNMENT THAN A LOWER ONE WITH SUCH COOPERATION. 

4. HE DID NOT RULE OUT SOME SORT OF CONSULTATION, BUT APPARENTLY 
FELT THAT THE PURPOSE OF THIS CONSULTATION WOULD BE TO PERSUADE 
USG TO SEEK SOME SOLUTION WHICH WOULD NOT REQUIRE THE GOA TO 
CHANGE ITS SYSTEM. HE SAID HE FELT THAT DEFINITION OF 

"SUBSIDY ", "BOUNTY ", OR ""GRANT " IS A MATTER OF INTERPRETATION, 

AND WE COULD, IF WE WISHED, INTERPRET GOA EXPORT BENEFITS AS 
NON-SUBSIDIES. VARTALITIS MADE ARGUMENT THAT THEIR EXPORT 
BENEFITS ARE NOT REALLY SUBSIDIES BECAUSE THEY ARE A PARTIAL 
DEVALUATION FOR ENTIRE RANGE OF INDUSTRIAL PRODUCTS, IN 
SUBSITIUTION FOR REAL DEVALUATION WHICH FOR POLITICAL REASONS 
GOA DOES NOT WISH TO DO. EMBOFF SAID HE FELT IT MOST UNLIKELY 
THAT USG COULD ACCEPT THESE ARGUMENTS. 

5. VARTALITIS REFERRED ON SEVERAL OCCASIONS TO HIS CORDIAL 
MEETING WITH ASSISTANT SECRETARY KUBISCH, AND EXPRESSED 
CONFIDENCE THAT MR KUBISCH WAS WELL DISPOSED TO HELP FIND A 
SOLUTION. EMBOFF AGREED THAT MR KUBISCH AND OTHER OFFICIALS IN 
STATE AND TREASURY WERE WILLING TO WORK TOGETHER IN CONSULTATION 
WITH GOA TO TRY TO SOLVE THE PROBLEM, BUT THAT CONSULTATIONS 
WOULD NECESSARILY REVOLVE AROUND A CLEAR UNDERSTANDING ON 
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BOTH SIDES OF THE DETAILS OF THE GOA EXPORT BENEFITS SYSTEM. 

DECON 7/31/75. 
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